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It is a particular pleasure to report to you, on behalf of the Officers and Directors, the 


results achieved by your Company in 1967. 


The rapid growth in sales reported in the early part of 1967 was sustained throughout 
the year. Total sales volume of $1,637,137 is not only a new high for the Company, but 
represents a 53% increase over 1966 and a 52% increase over the previous high in 1965. 


The improvement in profits was more dramatic as a new record of $78,408, or about 11¢/share, 


was realized in comparison to the $54,085 loss incurred in 1966. 


We can, furthermore, report that the favourable upward trend is continuing. The first 
quarter sales for 1968 were at an annual rate of $2,300,000, and while earnings figures are 


not yet available, it is nevertheless evident that the profit to sales ratio has further increased. 


These gratifying results may be attributed principally to the outstanding performance 
of our additive plant addition, completed late in 1966. Through a steady program of refine- 
ment in processing techniques, it has been possible to progressively boost the output from this 
plant to 50% above its original design capacity, with a concomitant improvement in yields and 
a lowering of costs. Efforts, still under way, are expected to produce additional gains, Other 


departments have also operated at or near capacity levels. 


At present the demand for certain products from this plant still exceeds supply in spite 
of greater production rates. We are, consequently, planning a significant expansion in the 
additive plant, which should be completed some time in the third quarter of this year. It is 


expected that this will be financed out of current earnings and necessitate no new borrowing. 


We continue, of course, to be plagued by ever higher costs for raw materials, labour 
and other factors of production. Due to the competitive situation, it is not possible, in most 
cases, to pass these increases on. We must, therefore, constantly look for compensating 
economies such as alternate sources of supply, greater efficiencies, higher production rates and 


others. There appears to be no truce in sight in the battle against rising costs. 


Your attention is called to the Ten Year Summary of Financial Results in this year’s 
report. We believe the growth shown over this period is remarkable. In particular, since 
1962, the first year in which a profit was realized, there have been only two loss years. These 
both coincided with new plant construction programs, and in each case, may be largely attri- 
buted to the high start-up costs of new processes. While the profits have not been outstanding, 
and indeed a substantial overall deficit still exists, it is evident that the problems of smallness 
are being overcome and that some advantages of size and diversity are now being realized. 


We see no reason why this trend should not continue at an accelerated pace. 


In assessing future earnings possibilities, it should also be pointed out that loss-carry- 
forwards and a substantial portion of the depreciation provided in the accounts, have not 
been used for tax purposes. Consequently, no taxes on income should be payable in the 
important years immediately ahead, and maximum earnings can be retained for continued 


growth and diversification. 


In summary, your management is optimistic about the Company's prospects and antici- 


pates sharply increased sales and enhanced profits in the current year. 


The loyalty and support of both employees and shareholders has been most appreciated. 


Respectfully submitted, 


FRED W. EVANS, 


President. 


Toronto, 
April 26, 1968. 
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A-S S.EslS 
CURRENT ASSETS 1967 1966 
Cash aacsisee eh doe te Oe Ee gee $ 30,627 $913 7262 
ACCOUNTS ATeCSIVG Sete ee ee ere we oe 190,153 Sly, 
Inventories, atlower of cost-cnd market) ase seee een eee enue eee 235,454 217,956 
Prepaid’ expenses tastes ig ee eee 9,707 8,125 
465,941 294,862 
FIXED ASSETS, at cost 
Peale icc cke eceeeeh e iien sets k LS ue See a ene ae aie eee Se 49,946 49,946 
Building. plant =andeequiptne in tities. see ieee ee eee eee 1,404,483 1,349,367 
1,454,429 1,399,313 
Less accumuUldted BOSOreciGi Ons =a eee. eens ee eee ae re 634,609 543,830 
819,820 855,483 
@ORGANIZATIONBEXPENS Es eee eee a nee ee oe eae ae DO TMTAS QITS . 
Approved on behalf of the Board: 
F. W. EVANS, Director. 
E. A. CLARKE, Director. 
$1,288,536 $1,153,120 
AUDITOF 


To the Shareholders of 
New Surpass Petrochemicals Limited 


We have examined the balance sheet of New Surpass Petrochemicals Limit 
application of funds for the year then ended. Our examination included a gener 
supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial positi 
source and application of its funds for the year then ended, in accordance wit 
the preceding year. 


Toronto, Canada, 
March 26, 1968. | 
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laws of Ontario) 


Meer 31, 1967 


yres for 1966) 


EVA BRETT Wes 


CURRENT LIABILITIES 1967 
DOnIKECCVGNCES (Note. }) = Mase its hoe DS ee ee $ 285,000 
PECOUnIsSepaycolesand _acerved: liabilities <5... 4... 2a 280,944 
Principal instalments due within one year on royalty agreement and 

LINO WhG}ClC)eSprenst a ha en ete er Ae ae ot ee Bl Se 10,794 

Nexece Dav Cole me meee so Tyg ee ee ee as ee 1,622 
578,360 

PONG MeERIMIGLIABILITIES (note 2) 58 aCe tes Bee ee ed 81,854 
660,214 


SHA REO. EP Di ER Sx ooeG: UsliTRy. 


CAPITAL STOCK 
Authorized — 1,500,000 shares of no par value 


Issued e— NATTA 648 SCS ae) oe aa hee eee ee ee 1331 slog 
ere Omens we ce eS ls oe ee ae ng ee 2 702,837 
628,322 

$1,288,53 


SEPORT 


at December 31, 1967 and the statements of income, deficit and source and 
sw of the accounting procedures and such tests of accounting records and other 


the company as at December 31, 1967 and the results of its operations and the 
erally accepted accounting principles applied on a basis consistent with that of 


THORNE, GUNN, HELLIWELL & CHRISTENSON, 
Chartered Accountants. 


1966 


$ 319,607 


182,780 


18,965 


S21 so2 
81,854 


603,206 


33 159 
781,245 


549,914 


S113, 120 


New Surpass Petrochemicals Limited 


Statement of Sncome 


Year ended December 31, 1967 
(with comparative figures for 1966) 


1967 1966 | 


Salese clini Se 8 oc ho Se ee SOS7Al a7, $1,069,733 
Cost of goods sold, selling and administrative expenses __._--.-.--------------_- 1,467,484 1,053) 247 

169,653 16,486 
Interest Ons MOMGOGeS. 5.200) 5 eee ee eee 466 1,506 
Operating profit petore deprecicton yess eer meee er eee ee 169, VG7, 14,980 
Depreciction: 22 exw. c ak ace oe Se eas er eee eee ee 90,7729 69,065 
Net-income: (loss) for the year) (note: 3) 2 ses ee ee $ 78,408 $ (54,085) 


SiaionenE of Deficit 


Year ended December 31, 1967 
(with comparative figures for 1966) 


1967 1966 | 


Deficit take beginning or: Vecyceis ee ee  ee S278 245 $ 727,160 
Nef incomes (loss) forthe: tyeor 2) ss a eee eee 78,408 (54,085) 


Deficit :at_end rot year 20 ee. es ee ee eee $ 702,637 $ 781,245 


ESieent of eNeane Pryil Application of weer: 


Year ended December 31, 1967 
(with comparative figures for 1966) 


Source of funds 1967 1966 | 


Operations 

Net@income floss) ior ihe vec: ome men eee eee es eee $ 78,408 $ (54,085) 
Depreciation which does not involve an outlay of funds 90,779 69,066 
169,187 14,981 
Issues Oheshares, Offs Capital eStock uw: saseee ts mee ee neces ae enews ee 25,000 
169,187 39,98] 

Application of funds 
Expendifuresson: 11X6Gm@SSets; i... eee ee 5 amy renee 55,116 262,915 
Decrease in long-term portion of liabilities = 33,942 
SENG 296,857 
Increase (decrease) in working capital position 114,071 (256,876) 
Working capital (deficiency) at beginning of year (226,490) 30,386 


Working capital deficiency at end of year $ 112,419 $ 226,490 


New Surpass Petrochemicals Limited 


Votes fo in ee Sinead ls 


Year ended December 31, 1967 


1. Bank advances: 


The company has pledged accounts receivable and inventories and has given a floating charge 


debenture as security for bank advances. 


1967 
2. Long-term liabilities: = 
Royalty agreement, payable $1,000 monthly $ 6,000 
Mortgages payable 
e7-mehatielimorgqage. due May 2, 1969 2 Bees) 2 75,000 
West Hill property 
Gr ore OUCH IFCORUCI Van hom, OY esas ores) ea Ee ee 
Tome uD CCEINOCh Cols 1907 tees te oe = oe Cee ele 4794 
Foonsmoctyablesto shorenolders. 1522... ee 6,854 
92,648 
Less principal instalments on royalty agreement and mortgages, 
TAClUCE CHR INM CULE Mie CITIES pee seu teen me ee 10,794 
$ 81,854 


3. Income taxes: 


1966 


$ 6,000 
75,000 


3,077 
9,588 
6,854 


100,819 


18,965 


$ ¥81,854 


No provision for income taxes was required for 1967 because the company claimed for tax purposes 


capital cost allowance in excess of depreciation provided for the year in the accounts. 


The balance of cost of fixed assets deductible in determining taxes on income in future years remains 


substantially in excess of the net book value of depreciable assets. 


New Surpass Petrochemicals Limited 


ae Year Sramray de is Behar J iZoculdis 


Profit or Profit 
(Loss) before or (Loss) 
Year Sales Depreciation Depreciation for Year 
1958 $ 98,543 $ (163,509) S77 ol 060 $ (214,569) 
1959 310,010 (112,366) 31,099 (163,465) 
1960 625,902 11,280 21616 ( 40,336) 
1961 700,239 32,144 51,824 ( 19,680) 
1962 683,292 77,981 52,702 26,879 
1963 6177773 ( 4,252) 90;907, (61159) 
1964 1,001,887 C9525 68,868 43,657 
1965 1,076,446 108,585 68,560 40,025 
1966 1,069,734 14,981 69,066 ( 54,085) 
1967 1,637,137, 169,187 90,779 78,408 
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- Manufacturers of 
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